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l. Introduction

Mr. Chairman and ather distinguished members of the Committes:

| am pleased to be here today on behdf of the American Gaming Assodiation to discuss
legd and illegd sports wagering and their separate effects. We we come this opportunity to set
the record Sraight about the fundamentd differences between the legd gports wagering thet
tekes place on a rddivdy limited basis in my home date of Nevada and the massive illegd
gambling thet flourishesin the ather 49 dates, particularly on and around college campuses.

The American Gaming Assodation is the nationd trade association for U.S. commerad
hotd-casno companies and casno operators, gaming equipment manufacturers, and vendor-
suppliers of goods and sarvices to the commerdd gaming industry. Our members are primarily
comprisad of publicly traded companies thet are carefully licensad and dosdy supervised by
date regulators. These companies are a0 ubject to federa supervison by the Securities and
Exchange Commisson on generd corporate matters as well as by other federd agencies on
spedific gaming-rdaed issues (e.g., taxaion and money handling).

The U.S. commerdd casino indudry directly employs hundreds of thousands of people

and indirectly employs many hundreds of thousands more in each of the 11 dates thet parmit



commerdd cagno gaming. Our indugtry has invested hillions of dollars in those 11 dates on
behdf of its tens of millions of direct and indiret sharéhdlders induding severd dates
represented on this committee: Nevada, Michigan, Missouri, Louisanaand Missssppi.

Our members are mgor sources of sate and locd tax revenues in these 11 dates and
outstanding corporate ditizens with sdlar records of commitment to the communities in which
they oparate Just last month, the gaming industry was singled out for recognition a a Capitol
Hill luncheon by locd United Way organizations in the nation's mgor commedd gaming
markets for their charitable contributions and those of their employess. In addition, commercid
gaming companies purchase hillions of dallars of goods and sarvices from virtudly every satein
the country in order to sarve our tens of millions of cusomers

The Amearican Gaming Assodation's Nevada members operate legd race and ports
books in their Nevada hotd-casino-resorts. For al practica purposes, Nevadaisthe only date
in which legd sports wagering is permitted, by acts of Congress and the Nevada legidature, on
college and professond sports. (The Oregon lottery has a weekly Sate lottery game based on

professond footbdl games during the NFL season.)

1. Summary
We agree that rampant illegd gambling on sports, induding among callege dudents, isa
vay srious nationd problem. We dso share the god of protecting the integrity of amateur

ahldics. For these reasons, Nevadds legd sports books are part of the solution, not part of



the problem. Thisis particulaly true when the valume of legd ports wagering is amdl rdaive
to messive illegd gambling.

Nevadas limited legd sports wagering is egsly didinguished from the illegd sports
gambling thet should be of concern to this Committee. There is no factud basis on which to
lump them together, nor is there any connection between the two. The argument thet the one-
percent of gports wagering in Nevada somehow "fuds' the 99 percant out-of-date thet isillegd
isabsurd onitsface. The NCAA knows better because it did not seek to ban Nevadas sports
wagering when it made ddtaled recommendations to the Nationd Gambling Impact Study
Commission (NGISC) just lest year. Infact, the NCAA sad it would not do so.

The Committee does not need to merdy teke our word that, as laudable as it is to
reduceillegd sports gambling and protect amateur ahletics, the pending hills to ban legd sports
wagering in Nevada will not accomplish dther ojjective  Indead, the Committee should
congder the independent views of commentetors, editoria writers, respected sports andyds a
sampling of which follows

[0 GeorgeF. Will -- "Congress now is contemplating a meesure thet sets some

sort of indoor record for missing the point.” The Washington Pogt, March

12, 2000.
U FBI Special Agent Michad Welch - "The mob will dways be involved in sports

bookmaking, whether it's legd in Las Vegas or not” The New York Daily News,

March 12, 2000.

0 Columnigt Rick Reilly —~ "In fact, pessing the bill would be like trying to sop a



datewide flood in Oklahoma by fixing a lesky faucet in Enid. Nevada
handles only about 1% of the action on college sports. Not that bookies
and the mob wouldnt very much like to get thar hands on that 1%."

Soorts Illudrated, March 22, 2000.

O Chicago Sun-Times -- "A Nevada ban is more likdly to push wagers underground or

onto the Internet ... A banwill do little to stop betting on college games™  Editorid of

February 3, 2000.

O Columnig Mike DeCourcy - "The NCAA has put no thought whatsoever into its

push ... Thisis dricly a public rdaions move tha offers no tangible benefit." Column

in The Sporting News of January 19, 2000.

0 Business Week - "Now (the NCAA) is looking to fix its imege with a bill only a

bookie could love' (January 31, 2000).

O USA Today Founder Al Neuharth -- "University and college presidents and coaches

properly are concerned about the integrity of campus sports. But the solution to the

problem is getting their own housesin order.” USA Today column of March 17, 2000.

[11.  Thelmportance of Integrity to Nevada's Gaming Industry

The gaming indudry, induding thase who qoerate Nevadds legd sports books, share
the god of this Committee thet the integrity of amateur sports be protected for the following
smple ressons

Hrd, many of us are former high schodl and callege ahletes and have strong memories

of our own experiences playing various ports.



Second, our Nevada members have legd duties as date-licensad, regulated entities to
fallow, and mord obligations as good corporate dtizens to uphold.

Third, and too often overlooked, is tha commerdd gaming companies have an
ovawhdming finendd interest in maintaining the integrity of dl games that are offered to the
public, particularly those of our members who operaie Nevadds sports books within ther
resorts.

Our industry will rightfully lose public confidence, and with it the cusomers on whom
our employees and we depend, if the gaming offered, induding ports wagers, is not conducted
farly and honestly. Furthermore, Nevadds legd sports books can lase money if a cusomer
places a goorts wager when someone is atempting to manipulate the outcome through point
shaving.

It is for these reasons that legd ports books take daborate security messures and
cooperate fully and regularly with federd and date law enforcement agencies aswel aswith the
professond sports leagues and the NCAA. To ther credit, the NCAA has acknowledged the

vaue of thet assstance (see bdow). Thus, Nevada s sports books are part of the solution, not

pat of the problem

V. Key Agpects Of Nevada's State-Regulated Sports Books
A. Oveview
Legd sports wagering in Nevedaiis rdaivdy amdl in volume, accessble only by aduits
who are Nevada resdents or vistors to the Sate, drictly regulated, dosdly-supervised, subject

to taxation, and part of a broader entertanment experience that drives the indudry thet is the



backbone of Nevadas economy.

Aswith gaming and gambling generdly, there are fundamentd distinctions between legd
and illegd gports wegering. It is smply wrong to lump them together or to manufecture
connections between them where none exist. These diginctions are not just of degree or shades
of gray, but bold differences that make them separate types of attivities that should be viewed
accordingly by this Committee when examining various types of sports wagering and thar
effects

B. High Schodl and Olympic Wagering Are* Red Herrings’

At the outsgt, | would like to emphaticaly dispense with two "red herings' that the
NCAA hasthrown into this debate to divert atention from the red issues

Frd, thereisno legd wagering on high school ports in Nevada and represantatives of
nationd high school assodiations have acknowledged thet fact. By contradt, there no doubt is a
sgious problem on high school campuses with students betting on sports and othewise
gambling with other high schodl sudents

Nevadds gateregulated sports books have nothing to do with whet heppens in high
schoal hdlways across the country.  Ingteed of being dlowed to gat away with this manewver,
those high schodl groups thet have weighed in on the issue of Nevadds legd sports books
should be cdled to account for what they are or are not doing about the serious problem of
illegd gambling in thar own sthools  To do anything less is to miss an opportunity to rase
sudent awareness and thus affect sudent behavior in a postive direction.

Second, when it comes to the Olympics, there has been only minimél legal wagering on



sdected events such as the men's basketbd | “Dream Tean?’ severd years ago. The wagering
volumes on these events have been very amdl. It isimportant to point out thet a representative
of the U.S Olympic Committee recently told the Associated Press thet this virtudly nonexisient
legd wagering has caused no problems. Nonethdess, Nevada gaming regulators will have to
determine on a case-by-case bads whether any Olympic weagering is ever gopropriate in the
future.

C. State Regulation of Legal Sports Books

Legd wagering on professond and college sports in Nevada is subject to careful
regulaion by the Nevada Gaming Commisson and the Nevada Gaming Control Board. Only
adults who are a leedt 21 years of age and physicdly present may place alegd wager with a
Nevada sports book. Out-of-gate wagering is grictly prohibited. Nevadas regulators have
taken geps in recant years to strengthen this and rdated prohibitions. There is no suggestion,
much less any evidence, that Nevadds legd gports books are anything but well regulated and
wdl run.

Neveadds gaming regulators, induding Gaming Commisson Charman Brian Sandova
and Gaming Control Board Charmen Steve DuChame, thar commisson and board
colleegues, and ther geffs, can provide additiond information to the Committee on Nevadas
drict regulatory regime. You will find that there are sound reasons why Nevadds gaming
regulatory system is used as a modd by other juridictions, not only in the United States, but
aso around the world.

When it comes to the regulation of sports wagering, Bobby Sller, the former Spedid



Ageat in Charge of the Las Veges office of the FBI, and currently a member of the Nevada

Gaming Contral Board told the Las Vegas Review-Journd: “From what | undersand of this

legidation (to ban legd college wagers), it defedts the one system, the Nevada sysem, which
hes the ablity to detect illegd gambling” (February 6, 2000).
D. Federal Law, Gaming Palicy and SportsWagering
1. TheProfessonal & Amateur SportsProtection Act (PASPA)

Congress expliatly recognized the importance of legd gaming, induding sports
wagering, to Nevada and its economy when the Professond ard Amateur Sports Protection
Act (PASPA) was enacted in 1992. Far from being a "loophole as some now erroneoudy
dam, PASPA's "grandfather dausg' was induded by Congress to defer to al dates, induding
Nevada, with pre-exiding soortswagering dautes  This was done to protect legitimeate
economic interests and legd principles.  Senate Report 102-248 reads in partinent part as
follows

Neither has the committee any dedre to threaten the economy of Nevada, which over

many decades has come to depend on legdized private gambling, induding sports

gambling, as an essantid indudtry, or to prohibit lawful sports gambling schemesin ather

Sates thet were in operation when the legidaion wasintroduced. (...)

Under paragraph (2) [of S. 474], caano gambling on sports events may continue in

Nevada, to the extent authorized by State law, because sports gambling actudly wes

conducted in Nevada between September 1, 1989, and Augugt 31, 1990, pursuant to

Sae lav. Paragrgph (2) is not intended to prevent Nevada from expanding its sports

betting schemes into other sports as long as it was authorized by State law prior to the

enactment of this Act. Furthermore, sports gambling covered by paragraph (2) can be

conducted in any pat of the State in any fadlity in that State, whether such fadllity

currently isin exisence

PASPA’s presarveion of previoudy enacted deate dautes is condgtent with the fact



that snce the founding of our country, dates, not the federd government, have determined what
gambling should be parmitted in eech date, if any, and how any lawful wegering is regulated.
The prindple of fedadian undalying this divison of authority is endrined in the Tenth
Amendmet to the U.S Conditution. A unanimous Nationd Gambling Impact Study
Commisson, a mgority of whose members were sdf-described & "anti-gambling'”, regffirmed
this gpproach. (See Recommendetion 3.1 in the NGISC's June 1999 Find Report) The
primacy of dae gaming regulaion continues to enjoy broad public support (75 percant in an
American Viewpoint survey lagt yesr).

Futhermore, the "grandfather dausg’ in PASPA is conggent with the legidative
purpose of that daute. The datutes legidaive higory dealy reflects that PASPA's primary
purpose is to prevent the expangon of sports wagering as a Sate-gponsored activity via deate
lottery games,

2. Nevada HasRelied On Current Federal Law For A Decade

Nothing has changed since 1992 to dter the legd and economic beds for PASPA's
prospective gpplication. If anything, the passage of dmos a decade of time srengthens the
ca=e for not re-opening (much less arbitrarily overturning) that "grandfather dause”  Unttil only
recently, there has nat been a sngle complaint about it from the NCAA or any other interested
party, induding when the NCAA tedtified on severd occasons before the Nationd Gambling
Impact Sudy Commission just last year (see beow).

In rdiance on PASPA’s "grandfather dause” Nevadds casno-hotd indudry has

invested tens of millions of dollars in date-of-the-art race and sports books that are very



popular with millions of their adult patrons each year.  This is paticulaly true in eech of the
mgor "megaresorts’ that have opened on the Las Vegas Strip in the past few years as wdl as
sports books in resorts of longer danding. The overdl investment in each of the "mega-resorts’
nearly exceeds or does exceed one billion dollars gpiece.

Furthermore, now that commerdid casino gaming has Soreed to ten other Sates, and
Native American casnos have greed to dbout hdf the dates manly snce PASPA's
enactment, Nevadds "grandfether dausg’ has taken on even gregter economic significance.
Legd sports wagering is one of the characteridics of Nevadds resort experience that

diginguishesiit from thet offered in other dates

E. SoortsWagering and Nevada’'s Destination Resorts Today
1. Overview
Legd sports wagering is enjoyed by many of Nevadds nearly 40 million vidtors eech
year, nealy 34 million of which vist Las Vegas These vigtors come from dl 50 gaes and
dozens of foreign countries.  For those who do so, placing a legd sports wager in a dosdy
supervised setting is just part of the broader entertainment experience that detination resorts
provide. The race and sports books offer a safe and comfortable surrounding to view sporting
contests on large screen sysems thet in part duplicate the fun of seeing agamein person.
Vidtors no longer come to Nevada soldy or even primaily for casno gambling.
Vistors increesingly spend their precious leisure time and hard-earned vacation dollar on fine

dining, viewing fine at, playing gaf and pursuing other recrediond adtivities, and ssaing



spectecular heedliners and production shows, in addition to taking part in exdting casno
gaming. In addition, there are now many unigue retal outlets and nationd chains whose Las
Vegas dores ae among thar highest-grossng locations.  Neveda is dill the home for
professond boxing championships and ather bouts, while more recently it has become the
home for professond galf tournaments, rodeo events and NASCAR races.

When coming to Nevada, vidtors to our date aso frequently make Sde trips to
experience the great naturd wonders of our region, from the heights of the Seara Nevada
mountains near Lake Tahoe to the depths of the Grand Canyon n our neghboring dete of
Arizona

2. The Economic Sgnificance Of Nevada's Sports Books

While race and sports book revenue is a amdl percentage of the totd gaming and non-
gaming revenue in Nevada eech year, this comparison vastly underdates the importance of legd
sports wagering to Nevadds tourism indugtry and the jobs that are dependent on it.  For
example, this pagt January, an esimated 250,000 vigtors came to Las Vegas for Super Bowl
Weekend when the hotd occupancy raie was essatidly 100 percent. The Las Veges
Convention & Visitors Authority estimeted that the non-gaming economic impect of these
vigtors was $30 million over that Sngle weskend.

A smilar economic impact is occurring this month during the NCAA  besketbdl
tournament and will oocur again thisfal during football season. The jobs generated are not only
those in the race and sports books, but extend throughout eech of the hotd-casino-resort

complexes to maids, vaet parking atendants, food and beverage sarvers, and casino floor



personnd. Thisjob cregtion dso indudes those employed by the arlines, rentd car agendies
and taxi sarvices thet trangoort vistors to and around the fastes-growing mgor metropaliten
areain the country. These jobs as wdl as generd and tourigt-gpedific federd, date, and locd
tax levies hdp generate hillions of dallars in federd, Sate and locd government revenues
annuelly.

F. TheHigory of Nevada's L egal Sports Wagering

To undedand legd sports wagering in Nevada, and the fundamentd differences
between legd sports wagering and illegd sports gambling, it isimportant to undersgand alittle bit
of higory.

While legd race and sports wagering in Nevada dates back to the 1930s and 1940s,
the modern race and sports books at hotdl-casino-resorts only go back to aoout the late 1970s
and early 1980s In the erlier years, the legd wagering fadilities were known as "turf dubs'’
that were separate from hotd-casinos and largdy offered horseracing bets, with only small
amounts of wagering on teeam sports. This changed as aregulaory regime was put in place thet
dlowed hotd-casnos to operate legd race and sports books, as the popularity of team sports
increased, and as team sports became more widdy didtributed over awider variety of cable and
non-cable TV channds (many devoted exdudvey to sports).. The expanson of tdevison
coverage dlowed fans from the around the country to follow and develop a loydlty to teams
outdde of their treditiond "home"' arees

G. Legal SportsWagering |s Dwarfed By |llegal Sports Gambling

A citicd point to meke about legd sports wegering in Nevada is that it is rdatively



gmdl, infact dmost infinitesmd, in comperison to the various forms of illegd ports gambling.
According to the Nationd Gambling Impact Study Commisson's Fnd Report, the

"guessimates’ of illegd sports gambling range as high as $380 hillion eech year (Find Report at

page 2-14). By contradt, the totd legd sports wagering in Nevadais less then one percent of

that amount. The Find Report conduded thet "sports betting [is] the most widespread and
popular form of gambling in America’ (Find Report a page 2-14).

This month's NCAA men's basketbd| tournament is a case in point. The totd amount
wagered legdly in Nevada will run between $60 and $80 million. (As with &l legd ports
wagering, the net revenue to the sports books is less than five percent of the totd amount
wagered.) By contredt, published reports indicate thet in 1995 the FBI edimated thet the

amount wagered illegdly was 2.5 hillion  That amount has no doubt grown with the NCAA's

marketing efforts and the growing popularity of the tournament. NCAA presdent Cedric
Dempsey was quoted in the news media lagt year as edimating thet illegd wagers on the

tournament would be doser to $4 hillionthet year. Anatidein The Cindnnati Pogt (March 18,

2000) gated that $3 billion would be bet illegdly this month  The Chridian Sdence Monitor

(March 22, 2000) sad thet, "An esimated 10 million fans will go online to get odds or more
information on teams, often to place wagers.”
V. lllegal SportsGamblingIsA Serious National Problem
A. Overview
Didinct from legd sports wagering, illegal goorts gambling tekes many forms. At one

end of the spectrum are office pools and other casud betting among friends that many argueis



harmless. While in mog dates this gambling technicaly vidlaes the law, asthe NGISC found it
isnot prosecuted. On the other end of the pectrum is the dark underworld of professond and
amateur bookies in mary communities and on too many college campuses. These bookies often
have direct or indirect links to organized crime, asthe NGISC learned in testimony from aNew
York City Police Detective who has done undercover work in this area (See NGISC hearing
on September 11, 1998). This organized crime connection extends, a least indirectly, to
student bookies on many college campuses (NGISC Find Report & page 3-10).

B. lllegal Sports Gambling Over the Inter net

The most dangerous devdopment in the growth of illegd ports gambling isthe Intemet,
whose illegd operators sand to benefit if Nevadds legd ports wagers are banned.  Given
widespread access to the Internet, induding by minors, and the fact that persons operaing
Internet gambling Sites are unregulated and offshore, the negative effects of this form of illegd
gambling will only grow.

According to a recent in-depth report by Bear, Stearns & Co., there are now more
then 650 Internet gambling Sites, induding many thet take sportsweagers: The growth in Internet
gambling was 80 percent from 1998 to 1999. Thus every home with a persond computer isa
portd for young and old dike to wager on sports and othewise, illegdly, with unreguiated
cyber-casinos and cyber-sports books thet lack the lega protections that goply to Nevadds
date-regulated sports books. Internet gambling will be unaffected by a ban on Nevadas sports
books taking college gports wagers.

C. llegal Sports Gambling Is Already Illegal



lllegd sports wegering thrives despite the fact that federd and dae law dready
prohibitsit. For example, as agenerd rule, every date prohibits dl forms of gambling thet are
not expresdy gpproved by law, and then, only by sate-licensed enterprises. Thisisequdly true
for gports gambling.  In addition, PASPA prevents additiond dates from sponsoring sports
wageaing via date |otteries and from authorizing it via privete entities within their gates. Use of
the tdlephone or the wires to tranamit wagers across date lines has been agang federd law
sncetheearly 1960s. Sports bribery isa sarious federd crime. Other federd datutes prohibit
the interdtate shipment of ceartain gambling pargphendia and the trangport of unregulated
wagering devices

Thus if merdy enacting prohibitory laws were enough to deter this activity, the problem
would not be as severe as dl concedeit istoday. The solution, then, is not a metter of having
more laws on the books to prohibit illegd sports gambling or banning the very amdl amount thet
takes placesin Nevada. Rather, the solutions lie in properly enforang exiding lawvs and meking
catan tha the pendties are adequate to deter violations. Congress should hear directly from
federd, gate and campus law enforcement officids before deciding whether to proceed with the
pending legidation to ban college sports wagering in Nevada to the exdusion of concrete Seps
to addressillegd sports gambling.

D. Illegal Sports Gambling on College Campusesis Out of Hand

The problems cregted by the various forms of illegd gports gambling are compounded
many times over on our nation's college campuses The NGISC conduded that, "There is

congderable evidence that sports wagering is widespread on Americas college campuses'



(Find Report a page 3-10).

Hrd, given the extent to which our natioris colleges and their sudents are wired to the
Internet, alone laptop in a single dorm room on any campus in the country has more access to
sports gambling Stes than there are legd gports books in Nevada. That acocess by underage
sudents will continue uninterrupted if Nevadals adult vistors and resdents are denied access to
legd sports books  College adminidrators should do something directly about access to
Internet gambling on their campuses, like ingdling gppropriate filtering software on canpus-
owned computers and limiting credit card marketing to ther sudents

Second, according to no less a source than the NCAA, there areillegd student bookies
onvirtudly every college campusin the country, induding some with links to organized aime (as
noted above). This burgeoning phenomenon was well-documented as far beck as 1995 when

Soorts [ludrated published a three-part invedtigative series aptly cdled "Bettor Education” thet

began with this ominous waming:

Gambling is the dirty litle secret on college campuses, where it's rampant and
prospering. This S spedid report reveds how essy it is for sudents to bet with a
bookie, become consumed with wagering and get over their heedsin debat.

The sudent-run illegd bookmiking operations described by  Sports Illudrated are so

prevdent and profitable thet fraternities reportedly pass them on from graduaing seniors to
"desarving' underdassmen.  If a January 12, 2000, atide in the sudent newspaper of the

Universty of RAttsburgh is any indication, the destription in the Sports Illudrated artide remains

accurate today. (See, "Gambling teaches sudents painful life lessons™ The Aitt News, and

"Callege betting rampant” in The Cindnneti Pog of March 18, 2000.)

Sudents gambling with student bookies and sudents gambling informaly with friends



are commonplace despite the fact that this is blatantly illegd activity. By their own admisson,
the NCAA and its member inditutions have been unable or unwilling to contain that activity.
This phenomenon even extends to a large percentege of the sudent-athletes over whom the
NCAA has the mogt control, despite the fact that any sports gambling (on professond or
college games) isavidlaion of exiging NCAA rues

The NGISC Find Report dites a Univeraty of Michigan survey of NCAA Divison |
ahletes published lagt year. The survey found that 45 percent of mde sudent athletes gambled
on spoarts (college or professiond).  The mean amount wagered through an illegd bookmaker
was $57.25, or an average of $225 each month. Most darming, four percent reported having
provided indde informetion, two percent bet on games in which they played, and dmogt one-
haf of one percent (2 of the 460 mde respondents) indicated they hed received money for not
playingwdl inagame

Despite the publication of the Sports lllustrated warning four years earlier, the NCAA's

gdff painted a dismd picture of its efforts a the NGISC's February 1999 hearings William
Saum, the NCAA's Director of Agent and Gambling Activities and David Nestd, the NCAA's
Assgant Director of Federd Rdaions, gave the fallowing tetimony (according to the
published hearing transcripts).

MR. SAUM: We ae darting to make baby steps forward by merdy taking about it.
(-..) Wehaveamgor problem on our campuses, we can remove the - if we can teke
action with the student bookies on our campus, if we can convince our sudents and our
sudent ahletes that the activity is illegd, and that they should not accept it, we can
convince our college presidents, convince our sudent affars officers, | bdieve that that
isafird gep forward. (...)

| would say to you thet three, four, five years ago, because we weren't doing our part,
thet possibly our sudent ahletes didn't even know thet laying a 20 dollar wager with a




student bookie in the frat house was a violaion of rule, or illegd. (..) (emphesis
added).

MR. NESTEL: And that we have found that our adminidrators, not just athletic
adminigrators, but the college adminidrators on campus dont recognize this as a
problem it doesn't smdl, it doesit - alot of this now with Internet gambling can go
down privaidy behind dosed doors. And it is hard to recognize. And S0 the message
that can be sent hereisthat we need to rase awareness. (emphad's added)

MR. SAUM: TheNCAA, for the past 50, 55 years, has dways cared about the issue
of gambling, but in September of '9%6 they cregted the podtion which I'm fortunate
enough to St in. In November they promated thet pogtion to a mid-management leve
pogition within the assodation. (...) Weare dso proposing to add &t to the issue of
gambling. We are willing to sep up to the plate with money. 1t will not be subdantid
sums of money, it will be more money than we have ever pent inthe padt. (....)

I'm not saying they are enough, they are not. Are we behind, yes. But | think we are
doing something. (...)

But cartainly our indtitutions fest must be held to thefire. (emphasis added)
E. Concluson

Mr. Charman, with dl due respect, divating atention from the serious problem on
college campuses by concentrating soldy on the limited legd college sports wagering by adults
in acontrolled-setting in Nevada, in the face of the spreading cancer on college campuses, is not
holding their feet to the fire as indgpendent andlysts have recommended and the NCAA's
testimony supports.

V1. TheNCAA’sPostion On Legal Sports BookslsNot Factual

A. Overview

If legd sports wagering in Nevada were rdevat to illegd sports gambling, or
threstened a métter as paramount as the integrity of amaeur ahletics the NCAA would have
sought reped of PASPA's "grandfather dause' long before now.  Smilarly, the NCAA would

have made a recommendation to the Nationd Gambling Impact Study Commission to reped



Nevada s “grandfathered” PASPA datus. It did not do so.

B. TheNCAA’sPresentationsto the NGISC Are Being Ignored

Inits presantations to the NGISC, the NCAA concentrated dmogt exdusively on illegd
gports gambling without any daim of a connection between legd wagering in Neveda and illegd
gambling. The modt illumingting evidence is found in the November 10, 1998, hearing in,
ironicaly, Las Veges. At that hearing, Mr. Saum concentrated on the dangers and causes of
illegd sports gambling without reference to Nevada.  The fallowing exchange occurred with
Commissioner James Dobson (no friend of the gaming indudtry, to be sure):

DR. DOBSON: Mr. Saum, you addressed mogt of your comments to illegd sports

gambling. You didn't have much to say about legdized gambling on sporting adtivities
Would you like to comment on thet?

MR. SAUM : Commissoner Dobson, Madam Char and the rest of the commissona's,
we -- fundamentdly the NCAA is opposad to legd and illegd sports wagering, but
much like this Commisson, we have not dravn a mord line in the sand that we ae

going to come out and attempt to change the law. Cartainly, we would be adamantly
opposed to any further legdization across the United States.  If were going to have
sportswagering, let'skeep it in Nevadaand nowheredse. Let'snot dlow individudsto
wager from outdde the datelines. (...)

So | dont think you will see the NCAA dart a campaign to remove Sports wagering
from the Sate of Nevada, but you would see us jump to our feet if it would expand

outsde of date (S¢). (emphasis added)

Later in the hearing, Mr. Saum was asked by Commissoner Leo McCarthy to provide
the commisson with the NCAA's ddaled sports wagering recommendetions. Those
recommendations were furnished to the commisson in a Sx-page, sngle-gpaced |etter from
NCAA presdent Cedric Dempsey dated January 28, 1999.

Hrd, the opening page of Mr. Dempsey's |etter contains adartling admisson:

Despite our increasad efforts in the area of gports gambling education, the NCAA is
only scratching the surface in addressing the disturbing pattern of gambling behavior




among college students and youth It is our hope that targeted recommendations
contained in the Commisson's find report will provided the impetus for much nesded
action while dso bringing focus to a problem thet has long been overlooked.

The letter makes no mention of Nevadds legd wageing as a source of the illegd
gambling problem or as a thregt to the integrity of amateur athletics There is likewise no
request that Nevadds legd wagering be banned.

Only severd weeks after the NCAA's recommendation letter was sent to the NGISC,
the commission met for what was yled asa"retret” in Virginia Beach, Virginia, on February 9
and 10, 1999. The transcript of that hearing veifies that commissoners of dl views on
gambling, pro and con, were unenimous in what can only be described as skepticiam bordering
on incredulity about the NCAA's proposds thet were linked to them recaiving federd funding.
Severd commissoners noted that the NCAA recaives hefty tdevision rights fees and other
revenues from the uncompensated toil of college athletes  Commissioners uggested severd
ways in which the NCAA could be more attive in combeting illegd gambling on the sports
events it Joonsors.

For example, one commissoner suggested tha NCAA membership cariteria indude
requirements that members have programs to adequatdy address campus sports gambling
problems induding mandatory codes of conduct.  Severd commissones grongly
recommended thet the NCAA run more Public Service Announcements (PSAS) on gambling
education during mgor bowl games and tournaments and that these obligations be incorporated
in the NCAA's nework televison contracts. In response to the NCAA's testimony thet there

was an absence of uffident scentific research to get beyond anecdotd evidence and



supposition about what needed to be done, severd commissoners suggested that the NCAA
teke aleading role snce its membersindude leading reseerch universties

While thee idees were induded in the NGISC Fnd Report as pat of
Recommendation 313, it is undear the extent to which the NCAA has implemented them to
date. For example, during the February 10, 1999, NGISC meeting, the AGA suggested thet
the NCAA put the use of PSAs on gambling education in its TV contracts. In response, Mr.
Saum sad that the NCAA spent a patry $25,000 on a video for men's basketbdl programs
thet was turned into aPSA during the tournament in 1998. Mr. Saum dso sad:

"So your paint iswdl made. Can we do more? Absolutdy, we can do more. Canwe

be more credtive? Yes. Thisisajourney we are on, and ajourney never ends, and we

are not even a the mid-point of this journey, so we will continue to take those idees,
and yes, we need to do that."

NGISC Chair Kay James spedificdly asked Mr. Saum if the NCAA would do so with
respect to PSAsinits TV contracts. Later lagt year, the NCAA announced an unprecedented
$6 hillion contract with CBS jud to tdevise the March basketbd| tournament over an 11-year
peiod. Thisis up from $1.7 hillion over eight years. While | have heard second-hand that &
least some PSAs on gambling education have been Sghted in the dozens of hours of network ar
time this month, there do nat gopear to have been many on the ar with much frequency. Nat
doing 0 on "Sdection Sunday” ealier this month when millions of fans induding udents,

darted to fill out their bracket sheets was alost opportunity .



C. TheNGISC'sFinal Report Aslt Reatesto Sports Wagering

Given the sf-evident differences between legd and illegd sports wagering, and the
NCAA's own testimony before the NGISC that it would not dat a campagn to change
PASPA, the quedtion of the hour iswhy the NCAA isnow on asingular misson to end callege
gports wagering only in Nevada, the one place where it is regulated and above board.

Basad on a medting with NCAA representatives on October 5, 1999, and on ther
subsequent public satements, thear dramatic change in course is a leadt rhetoricaly based on
the NCAA's interpretation of the NGISC Find Report. Congressond sponsors of legidation
to prohibit Nevadds legd sports wagering in the name of doing something about illegd sports
gambling have echoed the refran thet their legidaion "merdy implements' an NGISC
recommendation.

Hrg, the NGISC Find Report should be read in its entirety when it comes to ports
gambling. In doing s0, Congress should kegp in mind that gports gambling was not a central
focus of the commisson's inquiry, in large part because the commisson's charter limited it to
legd wagearing while about 99 percent of sports gambling is dreedy illegd, yet remains wildly
popular. Furthermore, the commission hed other priorities and aress of interest. Nonethdess it
did teke testimony from persons with arange of views on sports gambling, legd and illegd, and
the pand did make a series of unenimous recommendations and one recommendation on which
it was bedly divided.

Second, when it comes to the NGISC recommendation to ban the very smdl amount of

legd sports wagering thet is currently legd, severd important points must be kept in mind.



Unlike the other recommendations on sports and other topics, most of which were adopted
unenimoudy, only abare mgority of the nine commissoners goproved Recommendation 3.7 to
ben legd ports wagering.

There is no request in the wording of Recommendation 3.7 that Congress re-open
PASPA to reped the Nevada grandfather dause. Thus, this recommendation mugt be read in
light of Recommendation 3.1, which was adopted unenimoudy as the overarching principle of
gaming regulation:

The Commisson recommends to sate governments and the federd government thet

dates are best eguipped to regulae gambling within thar own borders with two

exceptions - tribal and Internet gambling.

Itiscriticd to note that there is no exception for gports wagering when it comes to the
level of government most suited to determine whether a particular form of wagering should be
legd within agate. When the NGISC wished to recommend thet Congress act in agiven areg,
it did so explictly, not only by carving out two express exceptions to the primacy of Sate
regulation, but in the wording of recommendations that expressly cdl for congressond action.

The correct interpretation of Recommendaion 3.7 as beng directed to date
policymekers and not to Congress to re-open PASPA is supported by the "legiddive higory”
of its consderaion. Its author, Commissoner James Dobson, firg discussed the
recommendation on April 7, 1999, a an NGISC medting in Washington, D.C. The transcript
of that hearing indudes the folowing satement by Dr. Dobson on the intent of his
recommendation: "And | would like to recommend that we recommend to the dates thet they

ben legd betting on collegiate ahletic contests” (April 7, 1999 transcript a 136) (emphess



added)

D. Betting Lines In Out-of-State Newspapers

When AGA representatives met with NCAA gaff on October 5, 1999, we were told
thet ending point Soreeds in newspapersto put adent inillegd gambling was the primary resson
for thar proposa to reped the Nevada "grandfather dause™ There is condderabdle
misunderstanding about who creetes betting lines published by newspapers. Similarly, there is
no factud foundation for the assumption thet terminating legd ports wagers in- Nevada will
dfect the avaldility of betting lines in the newspgper or othewise, much less thet the lack of
betting linesin newspapers even if accomplished, would have a materid afect on illegd sports
gambling.

Weinformed the NCAA in person on October 5, 1999, and in writing on October 22,
1999, that initid betting lines are generated for legd ports books by independent sports odds-
meking savices. Decisons about whether to publish betting lines from these and other services
are made by newspgper editors unconnected to Nevadas legd sports books thet enjoy First
Amendment protections and respond to reader interest.

For example, NCAA presdent Cedric Dempsey hed explained in our October 5
medting that his organization had been unsuccessul in persuading newspapers to stop publishing
point soreeds. He spedificaly mentioned USA Today as an example. The fact isthat the point
Spreads published in that newspaper are provided by noted andys Danny Sheriden, as the
sports section of that paper dearly dates. Mr. Sheridan is based in Mobile, Aldbama, not in

Nevada



Even if Mr. Sheidani's line and other point Joreeds were to be removed from
newspapers, he and many others have Internet Stes where such information is reedily avallable
to the public. The same informetion is dso available from 800" and 900" tdephone sarvices
(some of which dso take sports wagers illegdly and even advetise their sarvices in mgor
newspapers and megazines, induding campus publications)

Severd years ago, the NCAA tried to withhold tournament press credentias for sports
reporters from newspapers that publish point soreads. The NCAA was forced to abandon thet
effort in the face of FHirs Amendment and other objections. There is no bads to condude thet
the NCAA would be any more successful just because legd wagering is banned. To date, the
NCAA has not provided any legd andlyssto support its assartion thet banning Nevadds sports
books from acogpting legd college wagers would remove the basis on which newspapers
publish this information.  Since legd gports books are nat respongble for publishing this
information, it would be a travety to retroactivdy terminate Nevadds limited legd college
goorts wagering on thet bess particularly without ascertaining the pogtion of the nation's
newspapers and recaiving alegd opinion.

E. The Facts Behind Recent Point-Shaving I ncidents On Campuses

In what gppears to be a desperate dtempt to generate support for ther legidative
proposa, the NCAA has taken to rewriting the higory of recent point-shaving and other
campus gambling scandds Whilethe NCAA'’ s rhetoric sometimes makes it sound asiif campus
scandds are zooming into the dratosphere, other communications with Congress have more

accurately admitted that such events are "rare" (see NCAA |etter to Congress dated February



1, 2000).

The NCAA would have Congress believe that there is a cause-and-effect corrdation
between the number of point-shaving scandds in the 1970s, 1980s, and 1990s, and the legd
gports wagering in Nevada during those decades.

At the February 1, 2000, press conference hdld in this very hearing room & which the
NCAA and congressond sponsors announced support for ther bill, the NCAA brandished a
chart purporting to show such alinkage. Literdly "off the chart" were both the numerous pre-
1970s point-shaving scandds that occurred prior to Nevadals modern sports books, and any
mention of massve illegd gports gambling outdde Nevada, either before or after the 1970s
These glaiing omissionsinduded no mention of theillegd gports gambling &t the heart of each of
the point-shaving scanda s in those decades

The fatt is that there were numerous point-shaving scandds, such as those @ the
Universty of Kentucky and a severd New York City area colleges in the early 1950s, wdl
before the modern legd sports books. Sadly, the likdihood of more point-shaving scandds will
be unaffected by whether legd ports wagering is permitted in Nevada (and it may actudly
increase without Nevada as awatchdog).

For example, there were eght point-shaving scandds in the 1990s, according to the
NCAA'schat. While eight is eight too many, such asmdl number isthe proverbid drop in the
bucket when one consders that tens of thousands of games were played in that decade without
any trace of undue influence

Despite the rdativey smdl number of these inddents the NCAA and its dlies have



atempted to recast how and why they occurred.  Some statements have used dever, loaded
words like "involved" to describe the rdationship between the legd sports booksin Nevada and
those persons on and off campus who were found legdly respongble for these scandds. When
confronted, the NCAA has been forced to concede as recently as two weeks ago on nationd
tdlevison that our Nevada members and Nevadds regulators hdped uncover the scandd thet
rocked Arizona Stae in the early 1990s The NCAA's Mr. Saum dso acknowledged this
assgance before the NGISC ladt year:

The rdaionship thet we have with Las Vegas is one that we tak about openly. If we

are going to battle this problem we nead everyones asssance. We help Las Veges,

Las Veges hdpsus. We have a computer right in my office thet monitors the ling, and

you know better then the rest of us how we can work through thet if the line changes

We have rdaionshipswith Vice Presdents of -- and gports book directors that we can

cdl and make contacts with. | care not to share who those folks are. But, yes, we do

have rdaionships and we are not afraid to say that we do. Andwe, again, aeinthisto
protect the sfety and integrity of our kids and the integrity of the contest, and when
nesded we will use that.

(NGISC hearing transcript of February 10, 1999, a pages 39-40).

Mr. Chairman, the computer line that Mr. Saum testified about will go blank and those
relaionships will ceeseif Nevadas legd sports books are prohibited from continuing to acogpt
the limited college sports wagers now teken.

The NCAA even went S0 far asto bring to its February 1, 2000, press conference the
former Notre Dame place kicker who was among those convicted in connection with the point-
shaving a Northwestern Universty. Left out of the NCAA's summary of that case were severd
criticd facts. What the Committee will find if it consults the public court records and those who

hendled these cases, or even the newspaper atides printed at the time, is a gory far different



from that implied & the NCAA'’' s February 1 press conference.

Specificdly, in both the Northwestern and Arizona State cases the web of illegdlity
began with student bookies that were dlowed to flourish on these campuses and infiltrate
sudent-athletes as bettors and sources of information. Thereis no suggestion in ather of these
caxss that legd sports books in Nevada were responsble for the illegd student bookie
operations  Also in each case, ahletes got into debt with student bookies and sought to wipe
out those debts by committing the reprehensble act of betraying ther teeam mates ad
besmirching the reputations of their own schools

Mr. Dan K. Webb, a former U.S. atorney in Chicago who represented one of the
convicted campus bookies told the court a the sentencing hearing that Northwestern was "a
haven for gambling” and tha the amosphere on campus "nurtured” his dient's gambling

addiction. (See Universty of Cincinneti sudent newspaper, The News Record, April 7, 1999.)

Agan in both cases those involved atempted to "fix" more than one game by
influencing the final score and thus the point soreed. [1legd wagers with bookies were placed on
ealier games and on later gamesinvolved in eech scandd. 1t was only when those committing
theeillegd acts outsde Nevada tried to make money a the expense of Nevada s legd sports
books on the later games in each scandd were thase sports books somehow “involved” in what
trangpired.

The role of Nevadds legd sports books was not as perpetrator or witness with
knowledge of what was hgppening back on campus illegdly, as the NCAA would have you

bdieve Jug ask those who prosecuted these cases. Indtead, this so-cdled "involvement” was



asapotentid victim, just asthe vidim of a dregt mugging is "involved” intheinddent. To dose
Nevadas sports books to college ports wagers on this basis would be like dosing banks to
prevent bank robberies or dosing the New Y ork Stock Exchange to sop ingder trading.

Two smple facts betray the revisonig higory of the Arizona State and Northwestern
cass that the NCAA would now have you bdieve as they advocate their punitive legidation.
Hrgt, when asked by a reporter a the February 1, 2000, news conference, the former kicker
who was in part respongble for this sports bribery case admitted that he went © Nevada to
"oon'" thelegd gports books and "pull one over on them.”

Second, the NCAA issued a statement when that scandd broke and indictments were
issued on December 5, 1997. Thereis no mention in thet Satement of any role or “involvement*
by legal sports books as they now imply. Thisis true for a very Smple reason: there was none.
The lack of "involvement” by Nevadds legd sports books is true in this and other cases for a
very compeling reason: as noted erlier, legd sports books have asrong finendd interest in the
integrity of the games and the accuracy of the betting lines on which wagers are taken.

The NCAA and its supporters have tried to chegpen the role of legd sports books in
uncovering the Arizona State inddent and hdping with other matters by saying that they "only”
sopped them after the fact. That istrue for the obvious reason thet they were not “involved” as
the NCAA now suggests and could not possibly have known about these illegd arrangements
"beforethefact.” Findly, it takes consderable hubris to blame our members hundreds of miles
away in the middle of the Nevada desert for not being o darvoyant as to pick up in advance

whet illegd adtivities were teking place on the digtant college campuses



The NCAA dso dams that there were more scandds in the 1990s then in the previous
decades combined. This accusation flies in the face of the historicd record as st forth in lest
year's Univeraty of Michigan study that the NCAA otherwise often dtes The Sudy outlinesa
laundry ligt of serious scanddsin the 1950s and 1960s that pre-dated Nevadas modern sports
books and make the incidents in the 1990s ook tame by comparison.

F. TheNCAA’sOther Arguments Are Misplaced

Equdly disurbing has been a datement hat a federd ban on Nevadds legd sports
books is judified because college ahletes are under financid pressure. Fird, a recent New
Y ork Times column correctly points out that much of this pressure is a function of the NCAA’s
rules and regulaions. ("NCAA Tournament Highlights the Carniva and the Cesspodl,” March
26, 2000, "Millions are made while the ahletes are punished over pennies”) Second, we
gopear to have much more fath in the integrity of our college athletes than the NCAA. The
extrendy amdl number of ports bribery cases indicates that our udent ahletes are not
succumbing to finandd pressure asthe NCAA contends.

There have ds0 been datements thet the exigence of college gports wagering in
Nevada amounts to commerdd exploitation of "teenagars” The NCAA catanly does not
come to any such discusson with dean hands, not with a $6 billion multi-year TV contract and
alig of blue-chip corporate soonsors that use college basketbd | playersto sl everything from
pizzato mator ail.

In the same van, we have dso heard the NCAA spesk about theills of sending "mixed

messages’ when thar own corporate and network sponsors have sivegpstakes and contests on



thair repective web stes, induding viathe NCAA's own officd web Ste. Thisistaking place
even though current lav and the pending legidation they support expredly indude
"svegpdakes' among the adtivities that are not to be linked to college sporting events.

VII. A Comprehensve Review And National Solutions Are Needed

Mr. Chairman, avery far question of usiswhat should be done, in the dternative, Snce
we drongly bdieve tha diminating Nevadds long-sanding legd sports wagering is nathing
more than empty sensationd symboliam, a best.

The answer lies in methodicdly going back to the NGISC Find Report and the
NCAA's recommendations to thet pand, the breadth of which are nat reflected in the pending
legidation the NCAA supports

A caein paoint isthe cregtion of a Judtice Department study pand as Senators Reid and
Bryan, among others, have put forward in S, 2050. The NCAA's January 28, 1999, |efter to
the NGISC contains compelling reasons why such a pand is essentid.  Congress should have
the bendfit of the informed views of such apand before Congress congders reverang a detute
of long-ganding to terminate a legd business only to find out &fter the fact that doing so was
unnecessary or perhaps even counter-productive.

The NGISC Find Report dso contains recommendations gpplicable beyond the gports
gambling context that are rdevant to this subject, such as federd Internet gambling legidation
(on which we and the NCAA are in agreamant) and aminimum naiond legd gambling age of
21 (to be implemented by the Setes).

VIIl. Condudon



In condusion, Mr. Charman, please permit me to express my very deep regret that
over thelagt saverd months we have been forced into a pitched bettle with the NCAA that was
not of our choosing.

As our October 22, 1999, |etter to NCAA president Cedric Dempsey dearly shows,
the AGA tried to find ways for our two organizations to work together to reduce illegd sports
gambling and to protect the integrity of amateur athletics While the NCAA never responded to
thet letter (other than by coming to Congress to shut down Nevadds sports books when it
comes to college wagering), we have gone ahead without them. For example, we are working
with the Harvard Medicd Schoadl Divison on Addictions on a nationd modd program to
address a varigly of potentidly addictive behaviors that our young people need to avoid,
induding illegd gambling. The NCAA has been AWOL on this project despite being asked to
participate.

The American Gaming Assodation has a proud record on key issues judt in the short
time snce we were cregted in 1995. We have partnered with the Nationd Center for Missng
and Exploited Children on how to handle guests who bring children to cur hotds and casnos.
We have conducted training on this topic and implemented other ways to prevent access by
minars and to enforce the minimum casno playing age of 21. We have dso esablished
voluntary advertisng and marketing guiddines to target these activities only a adults.

When it comes to pathologicad gambling and other respongble gaming isues, the
commerdd cadno indudry's funding of cutting-edge research through the Nationd Center for

Respongble Gaming was commended by the Nationd Gambling Impact Sudy Commission in



its FAind Report. Much of this research is directed & how to understand and reduce youth
gambling problems

The narrow legd issue of Nevadds satus under PASPA is of direct concern to only
one out of the fifty Sates, even though we submit that each of the other 46 dates with various
forms of legd gaming should be very concarned about retroactive federd preemption of date
gaming decisons, as S. 2021 and S. 2267 propose

Should the NCAA prevall in thar crusade againg legd sports wagering, there will be
millions of disgppointed customers and many displaced employees in Nevada, & lesdt in the
short term. If nothing dse, Nevadans have digolayed ther resiliency in recart years, firg as our
date log its long-hdd monopoly over commerdd casnos and then as the market absorbed
thousands of new hotd rooms faster than most expected.

Nevada will survive. We will find other ways to market the rooms of those filled this
nonth by sports fans who asked nothing more than to be able to meke a legd ports wager
while enjoying everything dse our destination resorts offer.

However, passing S. 2021 or S. 2267 will do nathing to change the amosphere on our
netion's campuses, where the problem dearly originates when it comestoillegd ports gambling
on canpusss. The NCAA ad its membas who commendebly acknowledged their
shortoomings as recently as lagt year, will have little additiond incentive to act more foroefully
than they have to date Smilarly, nathing will have been done to improve law enforcement on
and off campus, increase research, or bring trestment and prevention programsinto wider use.

The condusion of the Universty of Michigan sudy on the wider extent of gambling



problems on campus, paticulaly among sudent athletes sad it best: "The gret American
inditution of intercollegiate gports depends on a comprehensve regponse to this problem”
(emphadis added).

We grongly urge you to reject the NCAA's wdl-meaning but misguided proposa to
ban Nevadds legd college sports wagers, and as an dternaive, convene a pand of experts
from rdevant fidds in kegping with what the NCAA once sought and with what the NGISC
recommended to Congress last year. The charge to this pand should be to knock heads and
development a comprehensve st of messures for dl rdevant parties, in and out of government,
to implement.

Thank you for the opportunity to present our views on these important issues. | would
be pleasad to answer your questions and be of whatever other assitance the Committee deems
aopropriate.

HHH



